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Katzenbach Cites 1947 Law
in a Preliminary Report
Prepared for Johnson

4 PRESIDENTS INCLUDED

Those Who Helped Agency
Hailed for Efforts Toward
‘Security of the Nation’

By BEN A, FRANKLIN
special to The New York Times

WASHINGTON, Feb. 23—The
White House endorsed today a
report saying that the Central
[ntelligence Agency had acted
in accordance with Government
rogulations in its secret finan-
¢ial and intelligence penetration
of educational, Jabor and church
#rOups.

The report said that the|

agency's program had followed
policies established by the Na-
{ional Security Council in effect
under four Presidents and ap-
proved by interdepartmental re-
view committees.

The report was contained in
a letter from Under Secretary
of State Nicholas B. Katzen-
bach to President Johnson,
which was released at the White
Ilouse. The letter said that the
intelligence agency continued to
be “indispensable to the security
of {the nation.”

{1 continued:

“When the Central Intelli-
sence  Agency lent (inancial
support to the work of certain
Atwerican privale organizations,

it did not act on its own initia-|.

tive but in accordance with na-
Lional policies established by
{he National Security Council
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Acted With Approval

Mr. Katzenbach indicate
that these policies had bee

cmbraced by the Administra- 310UPS:
tions of Harry 8. Truman
Dwight D. Eisenhower, John F-iatitutions

Kennedy and  Lyndon
Johnson.
Mp. Katzenbach said that

“throughout, it [the intelligenc

ageney| acted with the approval
of senjor inler-departmental re-
view committees, including the

Secrctaries of State and De

fense or their representatives.”

Mr. Katzenbach, chairman of
a special threc-man committec
assigned by Mr. Jehnson to in-
vestigate the controversy sur-
rounding the agency’s funding
of private institutions, praised
the “many far-sighted and
courageous Americans” whohad by Mansfield D. Sprague, gen-

B..propaganda and active political
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The 1960 debate is reported
to have involved all top intelli-
gence officlals of the outgoing
Eisenhower Administration.
The decision to continue the
secret subsidies to student and
labor union groups reflected a
view that the operation was
still too important a weapon in
the cold war to risk ending.

No serious policy considera-
tion had subsequently becn
given to the program, accord-
ing to knowledgeable sources,
until a public controversy

The White House declined to
say whether Mr, Johnson had
d|nersonal knowledge of the
nigency’s financing of student

The question of the agency's
nrole in subsidizing private in-
for  intelligence,

purposes in foreign lands i3
reported to have risen at a Con-
gressional briefing in the White
House Tuesday night. Mr.
IKatzenbach was present, His
letter to the President released
today was dated Feb, 22 and!|erupted last week following re-
referred to “your inguiry of|ports of an article in Ramparts
yesterday.” ‘|magazine disclosing that the
Tt was learned that an out-'|agency had been providing up
side study group assigned in|to 80 per cent of the annual
1960 to review the ageney’s’ budgep of the National Student|
sceret funding of the National’|Association, obtaining intelli-,
Student Association and other'|gence information and political|
non-Government organizations action in return, ‘
had strongly recommended ther| In the early nineteen-fiftics,
liquidation of such programs. the National Security Council|
The study group was headed [the top intelligence policy board'
chaired by the President was

€

quietly cooperated with the. eral counsel of the Defense De-

agency “in times of challenge;partmcnt and Assistant
and danger to the United States (21

and the free world.”

The letter also said “it was
vitally important” that the con-
_troversy over the agency's “sup-

port of certain private organi-
zations not be permitted to
obscure the value, or impede
the effectiveness, of competent

|and dedicated carecr officials

serving this country.”

The letter was described by
George Christian, the White
House press secretary, as 8
“preliminary report” to the
President by the investigating
committee, The other committec
members are John W, Gardner,

i 1952 through 1954

Secerctary of Health, Education
and Welfare, and Richard
Helms, Director of Central
Intelligence.

Mr. Christian said that the

President had agreed with the,

conclusions of Mr. Katzenbach's
letter. The letter said that the
committee would probably make
its final report early next
imonth.

1" The preliminary report sought
to disperse the responsibility
for the controversy among top
Washington officials of both
parties over the last 15 years.
Its effect was to take some
Tof the heat of criticism off the

intelligence agency, which has"

a policy of declining all public

. comment and which is thug un-

able to defend itself,
The letter also served to

‘back the comment last Tues-
day of Senator Robhert F. Ken-

‘nedy, Democrat of New York
who said that it was unfai
to let the agency “take the
rap” for a program Aapprovec
by “the executive branch in the
Kisenhower, Kennedy and John

Approved For Réfassét

i ” T,
Katzenbach addw‘ll‘%ﬁr

o the list.

Secre-
of Defense for
i crnational Security Affairs
'in the Eisenhowed Administrat-
ition. At the time of study, Mr.
\Sprague was president of the
‘AM.A. Overseas Corporation,
|with headquarters in Geneva.
| Mr, Sprague's committee,
| which included Allen W. Dulles,
| then the Director of Central In-
‘telligence, had been appointed
by General Eisenhower osten-
sibly the review United States
“oyerseas  information  pro-
grams,” but its assignment was
described today by sources as
sweeping.
Sprague Unavailable

Mr. Sprague could not b
reached for comment.

Reached by telephone in New
York, Mr. Sprague said:

“Tt is possible that we recom-
mended that, but I cannot re-
member now exactly what we
said.”

He is now a vice president of
the American Machine and
Foundry Company.

The Sprague committce’s pro-
posal rcportedly was not ap-
proved, in part because no
alternative source of private
funds could be found and in
part because agency officials
committed to the subsidy pro-
gram fought hard to keep it.

Instead, available records of
the foundations and organiza-
tions now known to have been
receiving agency funds indicate
that the secret subsidy program

¢

n

helieved determined to give fi-
nancial assistance to the Na-
tional Student Association in
competing abroad with the
liskilled parliamentary tactics
and political expertise of Com-
munist-bloc delegations at post-
war youth conferences.

The intelligence agency and
the Security Council were re-
ported to have been proud of,
the United States’ first major
|postwar  secret  operation
abroad, a well-financed program
that helped defeat the Commu-
nists in the 1948 elections in
‘| Italy.

i But by 1952, largely because
of the anti-Communist drive by
the late Scnator Joseph R. Mec-
Carthy, Republican of Wiscon-
sin, there was believed to T
1o hope of obtaining money
from Congress to finance left-
wing American students and un-
ions in fighting Communism.

Accordingly, official sources
said, the National Security
Council issued a number of!
broad directives between 1952,
ind 1954 under which specifid
proposals for secret intclligcnccl
agency financial support were,
quickly tramslated into action.’

was steadily enlarged after
1960.
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‘ Contrary to a widely held he-
‘hibited by law from engaging
‘in clandestine activitics Wwithin
-‘\the United States,—it is en-
Jjoined only from “internal
isecurity functions” — the 1947
statute that created the agency
‘|15 so broad that informed
‘1sources said there never had
.(been a serious question about
Yits authority to deal secretly
:[in this country with home-based
|| groups,

Those chosen to be instru~

’ments of American intelligence
were “outward looking” “with
flegitimate interests overseas,
ithe sources said.
' The National Security Act of
1947 directs theagency not only
to assume the largest role in
intelligence gathering, but also
“to perform such other func-
tions and duties related to ig-
telligence affecting the national
security as the National Secys
rity Council may from time to
time direct.”

The key words are “other
functions” and the key to
action has been 2 flow of secret
.and apparently generous appro-
|priations hy Congress to exes
cute them,

Security Couneil directives
Specifically authorizing  the
agency subsidy program are
|classified “secret,” but they are
: reported to exist, Ag the White
[(House indicated today, they
‘[have been reviewed and en~
_‘f'dorsed periodically hy top ina
telligence officialg since the
1‘leuman and Eisenhower Ad-
‘ministrations originally ap-
proved them.

Only once in its 20-year his-
tory has the intelligence agency
jmade an open acknowledgement,
and defense of itg secret activ-
ities in the United States in
{support of operations abroad, It
{did so then with 3 secret docu-
ment and a minimum of talk,

The argument and the docy-
ment were submitted tg Judge
Rpszel C. Thomsen in Federal
District Court in Baltimore in
the fall of 1968, during 5 long
.and embarrassing slander trial
!ag‘amst an admitteq intelligence
(ABent operating in the United
{btates, Juri Rays,

f Mr. Raus, asserted to have
;been on official orders of the
}agency, acknowledged having
;slapde’red 2 fellow Estonian
;pnngr_e Eerik Heine, by call-
ng him a Soviet secret agent,
The accusation haq the offcct
|desired by the C.LA. Mr. Hoine
was subsequently shunned ang
Jl‘sol_ated, from the Hstonian
jomigré community, He Jatep
sued Mr. Raus fop defamation,
dgmanding $110,000 in damages,
His suit was dismissed last Dec,
8 and is on appeal, o

jlief that “the agency is pro. ' But while arguing the pro-

priety of agency operations in
the United States before Judge
Thomsen, Paul R. Connolly, a
private Washington attorney
engaged by the agency to de-
fend Mr. Raus, cited “National
Sccurity Council Directive No.
2", classified “secret” and then
locked “in camera” in Judge
Thomsen's office safe, as “co_m-
plete and expressive” authority
for agency activitics on home
ground.

Judge Thomsen agreed, but
not easily. At one point, he
observed that cven after read-
ing the secret dircetive he found
the function of the aganr:ty “cer=
tainly an esoteric subject.”

Jttgge Thomsen declared that
“the public is interested that
the C.I.A. hehaves itself and
that its agents hehave them-
selves. The people of the United
States are also interested in
secing that the legitimate activ-
ities of the United States, w}nmh
‘must be conducted through indi-
viduals, are not hampered by a
too strict application of legal
principles, including the er-

ciples of libel and slander.

Two months later, on Dec. 8,

he said in his opinion dismissing
Mr. Heine's slander suit that
since “no way to avoid choosing
between two evils has been sug-
gested or discovered,” he was
upholding the C.LA.s argument
as the lesser of the two, -
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TEXT OF LETTER
The text of Mr. Katzenbach's
letter to President Johnson fole

lows:
With respect to your in-

 quiry of yesterday, I wish to

assure you that Secretary
Gardner, Mr. Helms and my-
self will be able to complete
our inquiry into the relations
of Government agencies and
private organizations operat-
ing abroad in the very near
future, I anticipate that it
will be possible to report our
conclusions and recommendas
tions early next month.

In the interval, there are
certain basic facts with re-
spect to past activities of the
Central Intelligence Agency
in this area which should be
underscored.

When the Cenfral Intelli-
gence Agency lent financial
support to the work of certain
American private organiza-
tions, it did not act on its own
initiative but in accordance
with national policies cstab-
lished by the National Secur-
ity Council in 1952 through
1954. Throughout it acted with
the approval of senior inter-
departmenta] review commite
tees, including the Secretaries
of State and Defense or their
representatives, These policies
have, therefore, been in effect
under four Presidents.

Th support provided by the
Central Intelligence Agency
enabled many far-sighted and
courageous Americans to
serve their country in times
of challenge and danger to the
United States and the free
world.

Furthermore, the Central

' Intelligence Agency has been,

and continues to be, indis-
pensable to the security of
this nation. It is vitally im-
portant that the current con-
troversy over its support of
certain private organizations
not be permitted to obscure
the value, or impedc the effece
tiveness, of competent and
dedicated carecr officials gery-
ing this country,
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